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This is No. 21 of a series of talks
on Bonds in general and special
= groups of Investment Bonds.

Copies of these talks may be had
on request by writing ancial
Department, New York Herald, 289
Broadway,

ONDS

y or Certificates
Secured by Real Estate

In that the security behind all such loans is, in most cases,
!and or bmldings or both, the Eesent day Real Estate Bond is

rineiple no different from the real estate Mortgage of our

er’s day or from the Mortgages of some twenty-five hundred
years ago.

Not so long ago mortgages were arranged solely thro
ersonal negotlllagtwns between the borrower and the lender.“%t
iggpir to say that the modern methods of dividing entire mort-

gages into parts and selling them as Bonds or Cerl;iﬁcat.es isa
more practical arrangement.

\

First Mortgage and Junior Lien
Real Estate Securities

It is a well known fact that first morigage Bonds, as
a general rule, are preferable to second mortgage Bonds and
other junior mortgages, or to debentures. In the case of i
Real Estate securities experienced investors very plainly
show a marked preference for genuine first mortgage
Bonds on improved, income-producing property. It is not
always apparent that a Real Estate Bond is in fact an abso-
lute first mortgage on the prope'ty whose name it bears,
and this point should be kept in mind. It is good practice
to examine thoroughly the indenture of the Bond and see
what actually secures your investment.

Analysis of the Property Behind
Real Estate Bonds

It is fallacious to assume, because a community is
known for its prosperity and steady growth, that all first
mortgage Real Estate Bonds on properties within such com- T

munity are perforce good. The strategical location of prop-
erty, its adaptableness for continual and profitable employ-
ment (at least for the life of the mortgage), the provisions
for upkeep, the management, insurance, taxes—all these
must be taken into consideration in estimating the soundness
of a Real Estate security. Of no less importance is the re-
/ lation between the original cost of the property and its pos-
sible earning power as indicated by the trend of realty values
—and the margin of safety between the actual value of the
property and the total amount of first mortgage obligations
which have been and may be issued against the property.

Different Types of
Real Estate Bonds

The two most common types of first mortgage Real
Estate Bonds now being sold in this country are: Those is-
sues of Bonds which mortgage one distinet and separate
property and those issues which represent several properties i
whose mortgages are usually pooled, generally through the
creation of a trust, by a Bond firm, which in turn sells Bonda
in the aggregate equal to the total of the pooled mortgages. "
Some mortgage companies following the latter plan issue a
form of security called Real Estate Mortgage Certificates.
Those Bonds which are issued against a number of diffe-ent
mortgages that are placed in trust are commonly referred to
as Participating Certificates or Collateral Trust Mortgage
Bonds. These securities are usually guaranteed principal and
interest by another and independent company, which: alse
guarantees the validity of the deed of trust and the titles to
the properties. Neither the guaranteed nor the non-guar-
anteed type may be claimed, arbitrarily, to excel the other,
since, in the final analysis, the excellence of a first mortgage
Real Estate Bond or Certificate is measured primarily by the
intrinsic value and earning power of the actual property be-
hind the Bond or Certificate and the responsibility of the
firm selling the issue. In the matter of guaranteed securities
it is well to bear in mind that a guarantee is no better than
the financial position of the guarantor.

Amortization

Amortization as applied to all Bonds is the term which
denotes that provision has been made for the serial retire-
ment of the Bond issue in question, The practice of retiring
serially first mortgage Real Estate Bonds, while compara-
tively new in this country, has been prevalent in France for
over a century. Amortization of first mortgage Real
Estate Bonds has come into general favor here because this
system of steadily reducing a loan is a most practical
method of safeguarding the Bondholder in the matter of
property depreciation, which is an important consideration.

First mortgage Real Estate Bonds and Certificates, possessing the most
favorable rating, may be purchased in amounts of $1,000, $500 and

$100, and yiel "at the present time from 5149 to 7% and MINY
better. These Bonds do not ss the same marketability as listed

Bonds, but are considered well adapted to permanent investment and

are obtainable in most any maturities desired, from one te Ivmn .

years,

Too much stress cannot be laid upon the necessity of seleet-
ing a reputable Bond firm if you wish to purchase dependable
Bonds,—of any kind.

Read the Bond News and Advertise-
ments on the Financial pages of
The New York Herald every day.

A Full Page devoted to Bonds every Wednesday!
THE NEW ¥ORK HERALD

The Financial Pages of The Herald are considered by many good
judges to be the best Financial Pages published in New Yorl:
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